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Arkansas Public Schools

Disclosure of Annuities and Life Insurance Policies

INTRODUCTION

This report is being issued to inform the Legislative Joint Auditing Committee of annuity contributions
or other retirement enhancements and life insurance premiums paid to:or on behalf of Arkansas public
school employees. We trust this report will assist you in your legislative decision-making process.

OBJECTIVES

The objective in preparing this report was to provide information relating to annuity contributions;
retirement enhancements, and life insurance premiums to the Arkansas General Assembly in their
efforts to address the efficiency and equality of the Arkansas public school system.

SCOPE AND METHODOLOGY

We surveyed all of the State’s public school districts and asked them to provide all annuity
contributions or retirement enhancements provided to or on behalf of district employees for the period
July 1, 1996 through June 30, 2006. This compilation does not include the districts’ required
contribution to the Arkansas Teacher Retirement System or accumulated sick leave payments or their
equivalent at retirement. Districts were also asked to provide all life insurance premiums paid on
behalf of their employees excluding fixed .amounts included in health ‘insurance benefits. - Since
school districts are required to retain their financial records for five: (5) years; not all school districts
had access to all of the requested information for the entire ten-year period and therefore provided
only available information.

Completed surveys were reviewed and analyzed for items appearing unusual or erroneous.  Follow-
up was made to districts in order to clarify such items and our report was adjusted as necessary.
However, the compilation should not be considered audited since supporting documentation for the
amounts reported has. not:been examined.

The ‘methodology - used in preparing this report was developed uniqdely to address our stated
objective and, therefore, was more limited in scope than an audit or attestation engagement
performed in accordance with Government Auditing Standards issued by the Comptroller General of
the United: States.:
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BACKGROUND

Arkansas public school districts are
governed by their respective school boards,
whose members are elected officials. These
public school boards have considerable
autonomy for the operation and
administration of their respective public
school districts which allows public school
districts to provide additional benefits to
either all or selected employees.

Public school districts have the option to
provide additional benefits which include but
are not limited to annuities, retirement
enhancements, and life insurance. Each of
these benefits is discussed in the following
sections.

ANNUITIES OR OTHER
RETIREMENT ENHANCEMENTS

Annuities are investments purchased for
selected employees by school districts to
provide future income to that employee.
Other retirement enhancements may include
such things as additional payments to the
Arkansas Teacher Retirement System
beyond the required employer contribution
on behalf of a particular employee or annual
bonus payments to employees after
retirement.

As shown in Schedule 1, twenty-one (21)
school districts reported paying annuities or
other retirement enhancement benefits to
public school employees. The annual cost to
the districts ranged from $831 to $240,097.
These benefits were paid to or on behalf of
their superintendents with the exception of
the Hot Springs School District, which
reported the payment was for their legal

counsel, and the McGehee School District
which reported the payment was for the
assistant superintendent.

LIFE INSURANCE PREMIUMS

Life insurance is an insurance providing for
payment of a specified amount to a
designated beneficiary upon the death of the
insured. Public school districts who reported
paying for some form of life insurance on
behalf of their employees determine the
value of the benefit in various ways. For
example, some public school districts
provide a policy that is two and one-half
times the base salary while other districts
have a policy value based on whether the
employee is classified or certified.

Twenty-eight (28) public school districts
provided a life insurance policy to their
superintendents at a greater value than
provided to other school district employees
(see Schedule 2 on page 4). Annual
premiums were reported in excess of
$10,000 at two (2) school districts as follows:

o $24,500 for premiums during the 2005-06
school year at the Springdale School
District for a $750,000 universal policy
with the superintendent’'s trust listed as
the beneficiary and a $70,000 term life
policy with the superintendent’'s spouse
listed as the beneficiary; and

o the Bentonville School District with
premiums totaling $86,819 in the 2004-
05 school year for a $400,000 universal
life policy listing the school district as the
beneficiary and a $250,000 term life
policy listing the 'superintendent’s spouse
as the beneficiary.
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